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STORE DIRECTORY 


STORES WITH OPENING OR ANTICIPAT 
FEET OF GROSS AREA* (Approximately 5 

ED OPENING DATE 
i0% of gross area d< 

S AND SQUARE 
jvoted to selling) 

A New York City, N.Y. 

May 1954 

29,000 

Q Carle Place, L.I., N.Y. 

Dec. 1954 

162,000 

O West Islip, LI., N.Y. 

Feb. 1956 

110,000 

Brooklyn, N.Y. 

April 1957 

165,000 

B Springfield, Pa. 

Aug. 1957 

106,000 

B North Brunswick, NJ. 

Nov. 1957 

130,000 

A Hartford, Conn. 

Dec. 1957 

210,000 

jA New York City, E. 44th Street 

May 1958 

70,000 

Q Scarsdale, N.Y. 

Aug. 1958 

100,000 

|Q Camp Hill, Pa. 

Sept. 1959 

106,000 

| Philadelphia, Pa. 

Oct. 1959 

136,000 

| Watchung, N.J. 

Nov. 1959 

106,000 

Q Audubon, N.J. 

Aug. 1961 

145,000 

^ Huntington, L.I., N.Y. 

Nov. 1961 

190,000 

^ Trenton, N.J. 

Nov. 1961 

190,000 

0 Nanuet, N.Y. 

Feb. 1962 

160,000 

New York City, 5th Avenue 

May 1962 

184,000 

| King of Prussia, Pa. 

Sept. 1962 

155,000 

^ Towson, Md. 

Nov. 1962 

190,000 

^ Glen Burnie, Md. 

Nov. 1962 

190,000 

^ West Orange, N.J. 

Dec. 1962 

225,000 

Q Paramus, N.J. 

Feb. 1963 

225,000 

^ Trumbull, Conn. 

Summer, 1963 

210,000 

^ Oaklawn, III. 

Fall, 1963 

235,000 

^ Chicago Heights, III. 

Fall, 1963 

235,000 

| Elmhurst, III. 

Fall, 1963 

190,000 

Q St. Louis, Missouri 

Spring, 1964 

235,000 

© St. Louis, Missouri 

Spring, 1964 

235,000 

^ Cheltenham, Pa. 

In Planning 

260,000 

© Bethesda, Md. 

In Planning 

230,000 

Q Falls Church, Va. 

In Planning 

235,000 

© Bronx, N.Y. 

In Planning 

230,000 

O Massapequa, L.I., N.Y. 

In Planning 

230,000 

O Staten Island, N.Y. 

In Planning 

235,000 

O Detroit, Mich. 

In Planning 

235,000 

© Southgate, Mich. 

In Planning 

235,000 

O Roseville, Mich. 

In Planning 

235,000 


A DOWNTOWN STORES 
■ SHOPPING CENTERS 
0KORVETTE CITIES* 

NOW OPERATING 

UNDER CONSTRUCTION 
IN PLANNING 


*A typical Korvette City includes 
an additional 40,000 sq. ft. of 
gross area operated by the 
Franchised Furniture and Carpet 
Center and Tire Center. 
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MARKETING AREAS —Existing and Planned 
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FURNITURE & CARPE 1 


DEPARTMENT DIRECTORY 


FASHION APPAREL 

for the entire family 

LADIES 

Dresses 

Coats 

Suits 

Rainwear 

Sportswear 

Swimwear 

Lingerie 

Bras & Foundations 
Hosiery 
Millinery 
Handbags 

Accessories & Gloves 
Costume Jewelry 
Shoes & Slippers 
Furs 
MENS 

Suits & Outerwear 

Furnishings 

Work Clothes 

Shoes & Slippers 

GIRLS, BOYS AND INFANTS 

Dresses 

Outerwear 

Furnishings 

Accessories 

Shoes & Rubberwear 

Layettes 

Infants Wear 


FOR HOME AND RECREATION 

Linens, Towels & Domestics 

Curtains & Spreads 

Fabrics & Piecegoods 

China & Cutlery 

Giftware 

Housewares & Notions 

Small Appliances 

Major Appliances 

Lamps & Lighting Fixtures 

Furniture & Bedding 

Carpets & Floor Coverings 

Storm Windows & Home Improvements 

Paints 

Tools 

Hardware & Auto Accessories 
Garden Tools & Supplies 
Plants & Shrubs 

Patio Furniture & Play Equipment 

Juvenile Furniture & Carriages 

Bicycles & Wheel Toys 

Toys 

Hobbies 

Pet Supplies 

Sporting Goods 

Stationery & School Supplies 

Books & Pocketbooks 

T. V. 

Radios, Record Players & 

Tape Recorders 
Audio Components 


Records, Albums & Accessories 

Photography Equipment & Supplies 

Jewelry 

Watches 

Diamonds 

Luggage & Leather Goods 
Candy 

Cigarettes & Smoke Shop 
Liquor & Wines 
Tires 

HEALTH AND SERVICES 

Drugs & Toiletries 

Cosmetics & Perfumes 

Vitamins 

Prescriptions 

Optical & Eyeglasses 

Surgical Supplies 

Watch & Jewelry Repair 

Eve Nelson Beauty Salon 

Eve Nelson Consumer Sales 

Snack Bar 

FOOD SUPERMARKETS 

Groceries 

Meats & Fowl 

Fruits & Vegetables 

Dairy Products 

Frozen Foods 

Baked Goods 

International Delicatessen 
Fish—Fresh & Smoked 
Health Aids & Housewares 






















MILLIONS 


ANNUAL SALES 
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1957 1958 1959+ 1960 1961 1962 

EARNINGS 


COMPARATIVE HIGHLIGHTS 


52 Weeks Ended 
July 29,1962 July 30,1961 


OPERATIONS 


Net Sales*. 

$235,419,807 

$180,212,726 

Percentage increase over prior year 

31% 

14% 

Earnings before Federal Income Tax 

$10,854,091 

$8,280,173 

Percentage increase over prior year 

31% 

48% 

Net Earnings**. 

$5,229,091 

$4,030,173 

Percentage increase over prior year 

30% 

47% 

Net Earnings per Share**. 

$1.25 

$1.02t 

Percentage increase over prior year 

23% 

38% 

Depreciation. 

$1,020,781 

$ 665,600 

FINANCIAL CONDITION 

Total Assets. 

$52,446,566 

$38,013,762 

Working Capital. 

$10,422,001 

$11,061,182 

Working Capital Ratio. 

1.49 tol 

1.98 tol 

Inventories . 

$28,705,371 

$16,088,245 

Net Fixed Assets. 

$10,456,511 

$5,538,888 

Share Owners’ Equity. 

$28,145,959 

$21,829,483 

Common Shares Outstanding. 

4,180,267 

3,939,021 + 

ADDITIONAL FACTS 

Department Stores. 

17 tt 

12 

Total Store Area (Sq. Ft.). 

2,299,000 tt 

1,430,000 

Percentage increase over prior year 

60% 

4% 

Number of Employees. 

5,900 

4,400 

Number of Share Owners***. 

19,000 

9,000 


* Excludes sales of licensed departments 

** Does not include proportionate share of any earnings of Alexander’s Department 
Stores, Inc. and Retail Realty, Inc. 

*** Includes estimated share owners in brokers’ names 
t Adjusted for 3 for 1 split on December 1,1961 

tt On September 18,1962 another store was opened with 155,000 square feet 
X Covers 44 weeks due to change in fiscal year, which through fiscal 1958 ended in September 
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To Our Share Owners: 

We are pleased to report to you the 
significant accomplishments of your 
Company this past year. We consider 
as significant not only the sizable 
gains in sales and earnings detailed 
elsewhere in this report, but also the 
signal public recognition accorded 
your Company. We think this 
recognition will make our objective 
of greatly enlarging the size and 
geographical dimensions of your 
Company in the years ahead more 
readily attainable and rewarding. 

Korvette has achieved an eminently 
strong franchise to serve the 
consumer which, we believe, now 
extends beyond the present trading 
area of the Company. It is for this 
reason that we approach with 
confidence the next phase of our 
growth, the phase beginning this 
fiscal year in which your officers and 
employees are dedicating themselves 
to the task of taking the Korvette 
name and style of retailing to 
several other major metropolitan 
areas of the country. 

The efforts of the thousands of 
people who make up the Korvette 
organization have made possible the 
progress in the past and our hopes 
for the future. Their creativity and 
energy have developed a Company 
character which is attracting an 
evergrowing number of customers. 
Our employees, though not shown on 
the balance sheet, are our most 
valuable asset and to them we wish 
to express our great appreciation. 



GEORGE YELEN 
Chairman of the Board 


WILLIAM WILLENSKY 
President 


October 5, 1962 
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The Year in Review 



Photos of Fifth Avenue store. Lower photo of opening day from Business Week, June 2, 1962. photographed by tibor hirsch 
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RECORD SALES 

Sales for the 52 weeks ended July 29,1962 
reached $235,419,807, an increase of 
$55,207,081, or 31% from $180,212,726 
the previous year. A portion of the sales 
increase was attributable to stores 
operated throughout both years. The 
greater portion, however, was derived 
from stores opened during fiscal 1962. 
These sales figures exclude sales of 
licensed departments. The sales volume 
attained last fiscal year as well as the 
dollar increase in sales for the year were 
both new records for the Company. 

RECORD EARNINGS 

Net earnings before and after taxes 
reached $10,854,091 and $5,229,091, 
both new highs. The earnings per share 
were $1.25, computed on 4,180,267 shares 
outstanding at July 29, 1962 and this 
compares to $1.02 per share based on 
3,939,021 shares outstanding on July 30, 

1961, after adjusting for the 3 for 1 split 
on December 1,1961. Net earnings for 
the most recent year exceeded by 30% 
the prior year’s total of $4,030,173, 
while the costs incurred in opening 
five major department stores and 
three food supermarkets have been fully 
charged to operations. Net earnings 
were 2.2% of sales in fiscal 1962 after 
absorbing new store opening costs. 

The percentage of earnings to sales was 
also 2.2% in fiscal 1961 when there 
were no pre-opening expenses. 

RECORD STORE EXPANSION 

The five department stores and three food 
supermarkets opened during the year 
covered by this report represent an 
aggregate gross area of 869,000 square 
feet—the most ever added in one year. 

All of the new stores were well received, 
and at our Fifth Avenue store, an opening 
day sales record for the Company was 
established. It is also noteworthy that the 
space added at various times during last 
fiscal year is equivalent to approximately 
60% of the Company’s entire gross area 
as of the beginning of that year. Sales 
volume in all the new stores is being 
maintained at satisfactory levels. 

WORKING CAPITAL 

Working capital at July 29, 1962 was 
$10,422,001 and the ratio of current assets 
to current liabilities was 1.49 to 1. By year 
end, all interim bank borrowings were repaid. 
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A total of $7,647,780 working capital funds were 
generated during the year of which $5,938,403 were 
expended for store additions and improvements. After 
reducing the long term debt incurred for the Alexander’s 
investment by $2,348,558, working capital was $639,181 
lower at the end of the year. Three annual installments of 
$724,644 and a final one of $200,800 due in 1966 remain to 
complete payment for the investment in Alexander’s. 

The following tabulation summarizes the working 
capital sources and uses. 

Working capital used for: 

Alexander’s Department 
Stores, Inc. and Retail 
Realty, Inc. installment 
payment .$2,348,558 

Equipment and improvement 

additions. 5,938,403 

Total . $8,286,961 

Sources of working capital: 

From operations— 

Net earnings. 5,229,091 

Plus non cash items 
deducted from net 
earnings— 

depreciation and 

amortization . 1,020,781 

Deferred income taxes . 246,000 

Total from operations 6,495,872 

From common stock issued— 

Upon exercise of warrants .. 976,397 

Upon exercise of employees’ 

stock options. 110,985 

Miscellaneous items. 64,526 

Total . $7,647,780 

Decrease in working capital .... $ 639,181 


SHARE OWNERS’ EQUITY 

Share owners’ equity at the end of fiscal 1962 was 
$28,145,959, up $6,316,476 for the year. Except for 


Stylist ot work in the Eve Nelson Fifth Avenue 
Beauty Salon. It is the first salon owned and 
operated by the Company. 






























































































STORES AND GROSS AREA 


CASH FLOW 


EARNINGS AS PERCENT OF AVERAGE EQUITY 
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1957 1958 1959* 1960 1961+ 1962+ 


Eight Year Summary 


October 1, September 29, September 28, September 28, August 2, 
1955 1956 1957 1958 1959* 


Net Sales ¥ * . 

Earnings before Federal Income Tax. 

Net Earnings . 

$36,292,393 

$2,354,156 

$1,175,740 

$54,847,140 

$3,138,876 

$1,558,876 

$71,073,688 

$2,447,528 

$1,187,528 

$105,757,123 

$1,554,748< 1 > 

$794,748( 1 > 

$114,885,670 

$3,896,871 

$1,911,871 

Net Earnings Per Share (Based on Outstanding 

Shares at Year-End) *. 

Shares Outstanding at Year-End* . 

$.39 

3,000,000 

$.42 

3,726,000 

$.34 

3,504,255 

$.23<*> 

3,504,255 

$.54 

3,572,487 

Depreciation Charges. 

Cash Flow (Net Earnings Plus Depreciation) .. 

$79,271 

$1,255,011 

$246,421 

$1,805,297 

$447,708 

$1,635,236 

$797,328 

$1,592,076 

$702,660 

$2,614,531 

Retained Earnings—Cumulative § . 

Common Stock and Paid-in Capital 5 . 

Total Share Owners’ Equity. 

$1,747,500 

$1,553,000 

$3,300,500 

$3,306,376 

$3,838,869< 2 > 

$7,145,245 

$4,493,904 

$3,838,868 

$8,332,772 

$5,288,652 

$3,838,868 

$9,127,520 

$7,200,523 

$4,080,141 

$11,280,664 

Working Capital. 

Current Ratio. 

Total Assets. 

$2,603,651 
1.41 to 1 
$9,708,919 

$4,625,718 
1.67 to 1 
$15,304,177 

$4,978,738 
1.55 to 1 
$17,333,651 

$4,598,262 
1.41 to 1 
$20,317,250 

$7,135,166 
2.05 to 1 
$18,076,851 

Total Store Area (Sq. Ft.). 

Department Stores . 

Food Supermarkets. 

148,600 

1 

345,000 

3 

2 

602,500 

5 

2 

1,030,000 

9 

2 

1,032,000 

9 

2 


(lJ Includes non-recurring earnings of $76,532, $57,432 and 2t respectively. 

(2) Includes proceeds from sale of common stock and warrants in the amount of $2,285,869. 

(3) Includes credits reflecting issuance of 83,000 shares toward acquisition of stock in 
Alexander’s and Retail Realty. 

(4) Includes $976,397 proceeds from exercise of all outstanding common stock purchase warrants. 


• Covers 44 weeks due to change in fiscal year, which 
through fiscal 1958 ended in September. 

•* Excludes sales of licensed departments, 
t Does not include proportionate share of any 
earnings of Alexander’s and Retail Realty. 


8 
















































































EARNINGS AND CASH FLOW PER SHARE 



July 31, July 30, July 29, 

1960 19611 19621 


$157,507,445 

$5,598,573 

$2,738,573 


$180,212,726 

$8,280,173 

$4,030,173 


$235,419,807 

$10,854,091 

$5,229,091 


$.74 

$1.02 

$1.25 

3,677,880 

3,939,021 

4,180,267 

$573,506 

$665,600 

$1,020,781 

$3,312,079 

$4,695,773 

$6,249,872 

$9,939,096 

$11,211,449 

$16,402,750 

$4,454,021 

$10,618,034( 3 > 

$11,743,2090) 

$14,393,117 

$21,829,483 

$28,145,959 

$9,419,432 

$11,061,182 

$10,422,001 

1.88 to 1 

1.98 to 1 

1.49 to 1 

$25,278,133 

$38,013,762 

$52,446,566 

1,380,000 

1,430,000 

2,299,000 

12 

12 

17 

2 

2 

5 


t Adjusted for 3 for 1 split on December 1.1961. 

§ Retained earnings were reduced and common stock was 
increased $2,757,820 in 1961 and $37,790 in 1962 to give 
effect to the 3 for 1 stock split in 1961. Such adjustments 
are not shown for years prior to 1961. 


the funds derived from the exercise of all of the 
outstanding common stock purchase warrants and 
from the purchase of 20,176 shares by employees 
under the Company’s restricted stock option plans, the 
entire increase was derived from operations. 

When Korvette became a public company in 1956, its 
share owners’ equity of $3,300,500 was increased to 
$5,586,369 by the proceeds of the public offering. 

The equity since then has increased $22,559,590 of which 
$17,450,860, or 77%, came from the Company’s earnings. 
As our equity base—capital and retained earnings— 
continues to increase, we find it possible to accommodate 
from our own resources supplemented by our 
higher bank credit lines a greatly enlarged scale of 
store expansion. 

EXPANSION 

The favorable operating results in the past several 
years and the enlarged organization built during that 
period provided us with a strong foundation on which 
to base an accelerated expansion of facilities. Our new 
store program for the current fiscal year has already 
begun with the opening on September 18th of the 
department store, furniture and carpet center, and tire 
center in King of Prussia, Pennsylvania, which 
received excellent customer response. 

The scope of our planned expansion is fully detailed 
in the store directory inside the front cover. As indicated, 
eight stores with an aggregate gross area of 1,700,000 
square feet are under construction and are expected to 
be ready by the 1963 Christmas selling season. These 
stores together with the area in the King of Prussia store, 
when added to the 2,299,000 square feet of store space 
as at July 29,1962 will make for a total store area of 
approximately 4,150,000 square feet. This area is equal to 
three times the total store area in place as recently as 
July 31,1960. Eleven other stores, as shown in the 
directory, are in various stages of planning and comprise 
an aggregate of approximately 2,600,000 square feet. 
The space to be occupied by the franchised furniture 
and carpet centers and tire centers is not included in 
the gross area enumerated above. 

In the coming years, Korvette Cities will begin appearing 
in other parts of the Mid-West as well as within the 
New England-Washington, D.C. urban complex which 
has heretofore been our marketing territory. We plan 
to open stores in the areas of Baltimore, Maryland, 
Washington, D.C., Chicago, Illinois, Detroit, Michigan, 
and St. Louis, Missouri, while at the same time additional 
Korvette Cities will be opened in the metropolitan 
New York and metropolitan Philadelphia areas. The 
front cover directory of store locations indicates which 
of our existing and planned stores are Korvette Cities— 
an integrated regional shopping center containing a 
department store, a food supermarket, furniture and 
carpet center, tire center, and auxiliary sales and 
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service units, all under the Korvette name. The furniture, 
carpet, and tire centers are operated by licensees 
of the Company. 

INVESTMENT IN ALEXANDER’S 

Reference is made to Note C of the Notes to Financial 
Statements for information with respect to the 
Company’s investment in Alexander’s Department 
Stores, Inc. and its real estate affiliate, and pending 
litigation relating to this investment. Alexander’s is an 
outstanding retailer of fashion apparel, operates six 
stores in prime locations in the New York metropolitan 
and Connecticut area and has recently reported an 
annual sales volume exceeding $100,000,000. 

The Company’s investment, described more fully in 
Note C, was made to enable it to participate in the growth 
of retail operations in this and other areas, not only 
through direct operation of its own department stores, 
but also through its indirect interest in the Alexander’s 
locations. 

PERSONNEL AND TRAINING 

Our need for management and supervisory personnel 
has enabled us to promote many of our employees, 
and because of the numerous opportunities within our 
growing organization we have been able to attract 
able and ambitious people. Our personnel are further 
stimulated in their performance by the recognition 
they receive. They are also participating as pupils 
and teachers in the training and development of 
experienced staff to meet our expanding needs—as 
pupils, by learning on the job from their superiors, and in 
distributive education courses given in cooperation with 
local boards of education, and, as teachers, they are 
instructing their prospective replacements to free 
themselves for promotion to more responsible positions. 

Our non-supervisory employees in our stores are covered 
by union contracts and we continue to enjoy good 
relationships with these unions. 

REACHING MORE CONSUMERS 

The Company’s policy is to continue to explore new 
merchandise lines, customer services, and 
merchandising techniques to broaden Korvette’s 
reputation for wide assortments of quality merchandise 
at prices generally lower than elsewhere and at the 
same time to maintain the basic structure of low 
operating costs in relation to sales. Our bigger pool of 
resourceful specialists in all management and 
supervisory levels provides the means of implementing 
this policy. Experiments undertaken in 1962 include 
greater assortment and selection in the stores, the new 
Eve Nelson cosmetics and toiletries line, the Eve Nelson 
Fifth Avenue Beauty Salon, and the new Consumer 
Sales Division which recently launched the direct selling 
of cosmetics. 
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E. J. KORVETTE, INC. AND SUBSIDIARIES Consolidated Balance Sheet 


Assets 

Current assets: 

Cash . 

Investment in short term commercial paper and marketable 
securities (at cost). 

Inventories (at lower of cost or market). 

Receivables . 

Prepaid expenses . 

Total current assets. 


Investment in stock of Alexander’s Department Stores, Inc. and 
Retail Realty, Inc.—at cost (Note C). 

Fixtures, equipment and leasehold improvements—at cost (Note H) 
Less depreciation and amortization (Note B). 

Other assets. 

TOTAL . 


July 29,1962 

July 30,1961 

$ 1,439,599 

$ 3,190,192 


1,828,210 

28,705,371 

16,088,245 

989,552 

619,568 

829,156 

657,756 

$31,963,678 

$22,383,971 


$ 9,834,436 

$ 

9,834,436 

$14,237,059 

$ 

8,488,617 

3,780,548 


2,949,729 

$10,456,511 

$ 

5,538,888 

$ 191,941 

$ 

256,467 

$52,446,566 

$38,013,762 


The attached notes to financial statements are made a part hereof. 

Attention is directed to the attached report of Eisner & Lubin, Certified Public Accountants. 

















































Liabilities 


July 29,1962 July 30,1961 


Current liabilities: 

Accounts payable. $14,039,019 $ 5,512,462 

Accrued taxes and expenses. 3,538,730 2,476,799 

Accrued employees’ retirement and profit-sharing contributions 

(Note E) . 218,826 189,631 

Federal income taxes (Note F). 3,544,301 2,943,097 

Due to sellers of stock of Alexander’s Department Stores, Inc. and 

Retail Realty, Inc. (current portion) (Note C). 200,800 200,800 

Total current liabilities . $21,541,676 $11,322,789 

Due to sellers of stock of Alexander’s Department Stores, Inc. and 

Retail Realty, Inc. (less current portion above) (Note C). $ 2,173,931 $ 4,522,490 

Deferred income taxes (Note B). $ 585,000 $ 339,000 

Commitments and contingent liabilities (Notes C, G, H and I) 

Stockholders' Equity (Notes J, K, L and M) 


issued 4,357,800 shares at July 29, 1962 and 4,136,730 shares at 

July 30,1961, including shares held in treasury. $ 4 , 357,800 $ 4,136,730 

Paid-in for common stock purchase warrants outstanding. . 110,534 

Additional paid-in capital. 8,243,503 7,326,365 

Retained earnings (statement attached) . 16,402,750 11,211,449 

TotaI . $29,004,053 $22,785,078 

Less common shares held in treasury (177,533 shares at July 29 1962 

and 197,709 shares at July 30, 1961). 858,094 955,595 

$28,145,959 $21,829,483 

TOTAL . $52,446,566 $38,013,762 


December 1961 (Note ]). 
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E. J. KORVETTE, INC. AND SUBSIDIARIES 

Consolidated Statement of Operations and Retained Earnings 



Fifty-Two Weeks Ended 

Fifty-Two Weeks Ended 


July 29, 1962 

July 30, 1961 

Net sales. 


$235,419,807 


$180,212,726 

Commissions and other income .... 


1,714,550 


1,201,115 

Total . 


$237,134,357 


$181,413,841 

Deduct: 





Cost of sales and operating 





expenses (exclusive of items 
listed below) . 

$217,202,090 


$166,223,134 


Rent. 

Depreciation and amortization 

4,020,228 


3,134,459 

665,600 


(NoteB). 

1,020,781 



Maintenance and repairs. 

Taxes other than federal income 

850,678 


900,501 


taxes . 

2,745,951 


2,015,540 


Employees’ retirement and 





profit-sharing contributions 
(Note E) . 

218,826 


189,631 

173,133,668 

Interest . 

221,712 

226,280,266 

4,803 

Profit before federal income taxes 
Provision for federal income taxes 


$ 10,854,091 


$ 8,280,173 

(Note B) . 


5,625,000 


4,250,000 

NET PROFIT. 

Retained earnings—beginning 


$ 5,229,091 


$ 4,030,173 

9,939,096 

of year . 


11,211,449 


Total . 


$ 16,440,540 


$ 13,969,269 

Less transfer to common stock 





account in connection with stock 
split (Note J). 


37,790 


2,757,820 

RETAINED EARNINGS—END OF 




$ 11,211,449 

YEAR (TO BALANCE SHEET) 


$ 16,402,750 
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The attached notes to financial statements are made a part hereof. 

Attention is directed to the attached report of Eisner & Lubin, Certified Public Accountants. 












































NOTES TO FINANCIAL STATEMENTS 

as at July 29,1962 

(Note A)—Principle of Consolidation: 

The consolidated financial statements include the accounts of 
E. J. Korvette, Inc. (the Company) and its subsidiary corporations, 
all of which are wholly-owned, after elimination of intercompany 
investments, advances and transactions. 

(Note B)—Depreciation Policies: 

Through August 2, 1959, the computation of depreciation for 
financial accounting and income tax purposes, on equipment and 
improvements acquired subsequent to January 1,1954, was based on 
the accelerated methods permitted under the provisions of the 
Internal Revenue Code of 1954. For financial accounting purposes, 
the computation of depreciation on all equipment and 
improvements subsequent to August 2, 1959 is based on the straight 
line method. The Company has continued the use of accelerated 
methods in computing the amount of depreciation reported on 
its income tax returns. 

Depreciation reported on income tax returns exceeds 
depreciation reflected on the financial statements of the Company 
by $495,000 for the 52 weeks ended July 29, 1962 and $300,000 for 
the 52 weeks ended July 30, 1961. The attached statements reflect a 
charge to operations of 50% of the excess for the estimated 
amount of income taxes thus deferred. 

(Note C )—Investment in Stock of Alexander's 
Department Stores, Inc. and Retail Realty, Inc.: 

In April and August 1961 the Company acquired approximately 43% 
of the then outstanding voting stock and approximately 38% 
of the then outstanding stock of both Alexander's Department 
Stores, Inc. (Alexander’s) and Retail Realty, Inc. (Retail), an 
affiliate of Alexander’s which owns several real estate properties 
occupied by Alexander’s. 

The April 1961 transaction involved the acquisition, at a cost for 
financial accounting purposes of $4,596,000, of all the outstanding 
shares of Schwabro Corporation (Schwabro) which owns 124,176 
shares of the voting common stock of Alexander’s and 41,393 shares 
of the voting common stock of Retail. In connection with this 
acquisition, the Company issued, after giving effect to the December 
1961 stock split, 251,400 shares of its common stock valued at 
$3,352,000; the balance of $1,244,000 was payable in installments. 

At July 29, 1962, the balance of $803,200 was payable in four annual 
installments commencing in April 1963. For income tax purposes, 

Ihe investment in Schwabro is valued at $5,706,350. The excess 
($1,110,350) of the value used for income tax purposes over the value 
used for financial accounting purposes is attributable to the 
increase in value of the 251,400 shares of the Company’s common 
stock between the date of the contract for the purchase of 
Schwabro stock and the closing date of this contract. 

In August 1961, the Company acquired an additional 130,950 
shares of the voting common stock of Alexander’s and 43,650 shares 
of the voting common stock of Retail at a total cost of $5,238,436. 

The attached balance sheet at July 30, 1961 gave effect to this 
transaction. At July 29, 1962, the balance of $1,571,531 was payable 
with interest at 4% a year, in three equal annual installments 
commencing August 1963. 

In each of the purchase agreements, the sellers made certain 
representations, including representations as to the financial 
condition, results of operations and other aspects of the affairs of 


Alexander’s and Retail. The purchase agreements also include 
joint and several commitments by the sellers, or the principal 
sellers, to indemnify and hold the Company harmless from loss, 
damage or expenses aggregating more than $25,000 which the 
Company may sustain by reason of any misstatement of, or 
omission to state, a material fact by or on behalf of the sellers, 
and a provision that the Company may reduce the deferred 
installments of the purchase prices by the amount of any such 
loss, damage or expense. 

On July 14, 1961, the Company commenced a proceeding in the 
Supreme Court of the State of New York, which is currently 
pending, against Alexander’s and Retail to enforce the Company’s 
right as a substantial shareholder in these companies to have 
access to financial and other information contained in their 
books of account and records. 

On July 26, 1961, Alexander’s commenced a suit in the United 
States District Court under the federal anti-trust laws seeking, 
among other things, to compel the Company to divest itself of its 
holdings and alleging specified damages which, when trebled, 
would aggregate $10,500,000, and other unspecified damages. The 
Company has filed an answer denying, among other things, the 
allegations of unlawful conduct made in the complaint and 
demanding a judgement dismissing the complaint; the proceeding 
is currently pending. In the opinion of counsel for the Company, 
the anti-trust action against the Company is without merit and, 
accordingly, no provision has been made in the attached financial 
statements for any loss or damages in connection therewith. 

Audited financial statements of Alexander’s and Retail 
subsequent to July 29, 1961 have not as yet been made available to 
the Company. The audited statements at July 29, 1961 did not 
indicate, and nothing has come to the attention of the Company 
to indicate, any deterioration in the financial condition of 
Alexander’s and Retail, or any adverse trend in their operations. 

(Note D)—Investment in Stock of H. L. Klion, Inc.: 

On October 17, 1960, E. J. Korvette, Inc. received 66,667 shares of 
the common stock of H. L. Klion, Inc. as partial consideration for 
the right of H. L. Klion, Inc. to use the name Korvette in its 
operation and the right of first refusal to operate furniture 
departments which Korvette does not elect to operate in future 
Korvette shopping centers in certain states. No value was assigned 
to this stock because of certain restrictions on its transfer; 
such restrictions expire on October 17, 1963. 

(Note E) — Employees’ Retirement and Profit-Sharing Plans: 
Eligible full time employees participate in non-contributory 
retirement income and profit-sharing plans. The retirement income 
plan provides for contribution by the Company at the rate of 2V*% 
of the earnings of eligible employees. The profit-sharing plan 
provides for an annual contribution by the Company, approved by 
the Board of Directors, not to exceed the maximum amount 
allowable by the Treasury Department; 1% of the salaries of 
eligible employees for the 52 weeks ended July 29, 1962 and 
July 30, 1961 has been accrued in the attached statements. 

(Note F)—Income Taxes: 

The tax returns of E. J. Korvette, Inc. have been examined by the 
Internal Revenue Service through September 1958. The attached 
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financial statements are subject to final determination of the 
tax liabilities for subsequent years. 

(Note G)—Excise Taxes: 

The U. S. Treasury Department, on the basis of a limited test of the 
Company’s records, has proposed an assessment of approximately 
$1,300,000 for federal excise taxes covering the period April 1, 

1958 to December 31, 1960. The Company has reviewed the basis of 
the government’s proposed assessment and is of the opinion that 
the assessment is improper and will not be sustained; therefore, 
no provision has been made in the attached financial statements 
for this proposed assessment. 

(Note H) — Leases: 

The Company has executed leases for various terms through 1987 
on premises presently occupied, including a new store which 
opened in September 1962, at aggregate annual rentals of 
approximately $5,600,000 (excluding $870,000 real estate taxes 
and insurance). 

Additional leases have been executed for eight stores with 
aggregate annual rentals amounting to $3,660,000 (excluding real 
estate taxes and insurance) for terms varying from 21 to 25 years; 
rentals commence at the time of occupancy. The Company 
expects to open these stores during the next two years, subject 
to completion of construction. 

The rentals under several leases are subject to adjustment for 
changes in real estate taxes and to increases for changes in the 
consumer price index. 

The Company estimates that an additional $10,000,000 will be 
expended subsequent to July 29, 1962 to equip the new units. 

(Note I) — Litigation: 

(1) The Company is defendant in lawsuits in which the plaintiffs 
are seeking to prohibit the sale of their products at less than fixed 
minimum retail prices. In the opinion of special counsel, none of 
these suits will result in awards for damages to the plaintiffs. 

The Company has made general denials in various other actions, 
aggregating $375,000; the plaintiff in another action for $1,000,000, 
dismissed for “no cause of action,” is appealing for the right to 
amend his complaint. In the opinion of counsel, the Company will 
not incur any material obligations in connection with these actions. 

(2) Attention is directed to Note C with respect to litigation 
involving Alexander’s Department Stores, Inc. and Retail Realty, Inc. 

(Note I)—Capital Stock: 

In December 1961, the Company increased its authorized stock to 
6,000,000 shares with a par value of $1 each and distributed a total 
of 2,795,610 shares of common stock to effect a 3 to 1 stock split. 
The sum of $2,795,610, representing the aggregate par value of the 
shares issued, was transferred from retained earnings to the 
common stock account. A total of $2,757,820 has been charged on 
the attached statement of operations and retained earnings to the 
52 weeks ended July 30, 1961, to give effect to this stock split at 
July 30, 1961; the balance of $37,790 has been charged to the 52 
weeks ended July 29, 1962. The attached balance sheet at July 31, 
1961 has also been revised to give effect to the stock split. 

Attention is directed to Notes L and M regarding the Company’s 
employee stock option and stock purchase plans. 

(Note K)—Stock Purchase Warrants: 

The Company issued 221,070 shares of its common stock during the 
52 weeks ended July 29, 1962 at $4.41 2 /s a share upon exercise of the 
balance of warrants sold in 1955 to Carl M. Loeb, Rhoades & Co., 
as agent for certain of its partners and associates. The excess 
($903,655) of the total sales price of the stock issued and the 
warrants exercised over the par value of the stock issued was 
credited to additional paid-in capital. 

(Note L]—Stock Options: 

A stock option plan dated August 26, 1959 authorized the granting 
of restricted stock options to employees of the Company to 
purchase 150,000 shares of common stock, at a price not Jess than 
95% of the market price of the stock on the date the options are 
granted. Options granted expire 5 years after issue and are 
exercisable as to 10% thereof one year after date of issue and an 
additional 20%, 30% and 40% thereof at the end of each of 
the following three years. The purchase price and number of 
shares covered by options are subject to adjustment in 
certain contingencies. 


Options have been granted through October 4, 1962 for the 
purchase of 148,410 shares exercisable from August 26, 1960 to 
June 11, 1967 at prices ranging between $4.77 and $36.94 per share. 
During the 52 weeks ended July 29, 1962, 20,176 shares of the 
Company’s treasury stock were issued upon exercise of these 
options. The excess ($13,483) of the sales price over the market 
value at the date these shares were donated to the Company was 
credited to additional paid-in capital. At July 29, 1962, options for 
the purchase of 125,144 shares had not been exercised. Options 
were exercised for the purchase of 1,104 shares between July 29, 
1962 and October 4, 1962. 

(Note M )—Stock Purchase Plan for Employees: 

Regular full-time employees, other than officers and directors, of 
the Company or of any of its subsidiaries who at January 2, 1962 
had been employed by the Company and/or a subsidiary for at least 
one year are eligible to participate in a Stock Purchase Plan for 
Employees (Plan) adopted in February 1962. 

Eligible employees may elect to subscribe for the purchase of 
common stock of the Company in any number in excess of 5 shares 
but not in excess of the largest number of shares determined by 
the terms of the Plan. The Plan provides that the purchase price of 
the stock will be deducted from the salaries or wages of the 
participating employees. Shares of stock, to the extent fully paid, 
are issuable to participating employees as of December 15, 1962 
and November 30, 1963. Participating employees may at any time 
prior to the delivery of shares terminate participation in the Plan. 
The purchase price and number of shares covered by the Plan 
are subject to adjustment in certain contingencies. 

Employees have subscribed for 28,144 shares of common stock 
at $39.06 per share. 

Accountants’ Report 

To the Board of Directors and Shareholders 
E. J. Korvette, Inc. 

We have examined the consolidated balance sheet of 
E. J. Korvette, Inc. and Subsidiaries as at July 29,1962 and the 
related consolidated statement of operations and retained earnings 
for the fifty-two weeks then ended. Our examination was made 
in accordance with generally accepted auditing standards and 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
circumstances, other than that E. J. Korvette, Inc. has been unable 
as yet to obtain and make available for our inspection the 
financial statements for the fiscal year ended July 29,1962 of 
Alexander’s Department Stores, Inc. and its affiliated company, 
Retail Realty, Inc. (Note C to financial statements). 

Because of the absence of the current financial statements and in 
view of the materiality of the investment in the stock of these 
companies, we are prreoluded from expressing an opinion as to the 
fairness with which the attached financial statements, taken as a 
whole, present the consolidated financial position of E. J. Korvette, 
Inc. and Subsidiaries at July 29,1962 and the consolidated 
operating results for the fifty-two weeks then ended. Nothing has 
come to our attention which would indicate that there has been any 
deterioration in the financial condition of Alexander’s Department 
Stores, Inc. and its affiliated company or any adverse trend 
in their operations. 

However, in our opinion, these statements, with the notes thereto, 
present fairly, in all other material respects, the consolidated 
assets (other than this investment) and liabilities of E. J. Korvette, 
Inc. and Subsidiaries at July 29,1962 and the consolidated operating 
results (other than for the possible effect of this investment) 
for the fifty-two weeks then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent 
with that of the preceding year. 



CERTIFIED PUBLIC ACCOUNTANTS 

New York, N. Y. 

October 4,1962 
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® Ko^tVCtte FOOD SUPERMARKET 




Spread over the four pages of the cover is a prototype Korvette City—an integrated regional 
shopping center containing a department store, a food supermarket, a furniture and carpet 
center, a tire center and auxiliary sales and service units, all under the Korvette name. 





















